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As the Delegations of the Members of the
World Trade Organization (WTO) con-
vene in Hong Kong from December 13-18
for the SixthWTO Ministerial Conference,
INSAT takes an in-depth look at the state
of play of the Doha Development Round
of Negotiations from the perspective of
Southern Africa.

WTO Ministerial Conferences take place
at least once every two years and are the
WTO?’s highest decision-making body.The
Hong Kong Conference is essential to a
successful conclusion of the Doha Round
by the end of 2006. However, prospects
for realizing the intended objectives at
the Conference have been tempered in
the weeks leading up to the meeting.

We speak to a number of policy-makers,
negotiators and private sector and civil
society actors from the region and be-
yond, to get their views on what we can
expect from Hong Kong, how we can ex-
pect the region to react, and what will be
needed for negotiations to move forward
post-Hong Kong.

While most of our interviewees lament
the downscaling of expectations from
Hong Kong, they are still optimistic about
the possibility of concluding the Round
by the end of 2006.They retain their con-
fidence in the multilateral trading system
and are geared up for renewed efforts to
ensure that development-friendly trade
liberalization becomes a reality.
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NEGOTIATIONS ROUND-UP

A REVIEW OF THE STATUS OF MULTILATERALTRADE NEGOTIATIONS

INTRODUCTION

The Doha Development Round of mul-
tilateral trade negotiations was launched
in November 2001 at the WTO's fourth
Ministerial Conference in Doha, Qatar,
and is scheduled to be completed by the
end of 2006.

The Doha meeting resulted in some far-
reaching decisions on the future develop-
ment of the WTO:

* A new round of trade negotiations, the
Doha Development Agenda (DDA), that
comprises both further trade liberaliza-
tion and new rule-making was launched.

* Members made new commitments to
substantially strengthen assistance to de-
veloping countries and to help developing
countries implement the existing WTO
Agreements.

* Members committed themselves to in-
terpret the Agreement on Trade-Related
Aspects of Intellectual Property Rights
(TRIPS) in a manner that ensures the
rights of Members to take actions to pro-
tect public health.

The development dimension is at the cen-
ter of the Doha Agenda (See interview
with Hon. Dipak Patel and Hon. Sheree
Servansing). Special and Differential Treat-
ment (S&D) could take the form of spe-
cial provisions in agreements to give spe-
cific concessions to developing countries:
longer time periods for implementation
of obligations; commitments or measures
to increase their opportunities; and/or
technical assistance to implement new
obligations. Since the Doha Ministerial,
Ministers from WTO Member Countries
also met in Cancun, Mexico, in 2003, but
failed to reach an agreement on any of
the key issues under negotiation.

Following the collapse of the Cancun Min-
isterial Meeting in 2003, WTO Members
intensified their efforts to put the Doha
Round back on track. In July 2004, their
efforts culminated in an agreement infor-
mally known as the “July Package”, which
provides negotiators with a broad frame-

SOMEWTO JARGON DEMYSTIFIED

Brackets - Square brackets within a negotiating document highlights text that
remains to be agreed.

Formula Approach - A tariff negotiating procedure in which a general formula
for calculating tariff reductions on all products is agreed by the participants
(with limited exeptions allowed for sensitive items). The most straightforward
formula approach is a linear reduction which is a reduction by a specified
percentage on an entire range of goods. The Swiss formula is a special kind
of hamonizing method that uses a single mathematical formula to produce:
I) a narrow range of final tariff rates from a wide set of initial tariffs; and 2) a
maximum final rate, no matter how high the original tariff was. A key feature
is a number, which is negotiated and plugged into the formula. It is known as a
coefficient. This also determines the maximum final tariff rate.

G20 - A coalition of countries led by Brazil, India, South Africa and China. Col-
lectively the group represents more than 60% of the world's farmers, all from
developing countries. The Group was formed immediately prior to the 5th
WTO Ministerial Conference in Cancun, Mexico, in September 2003.

LDCs - The WTO recognizes as least-developed countries those which have
been designated as such by the United Nations according to specific criteria.
There are currently 50 countries on the list of which 32 are WTO members.
Southern African LDCs are Angola, the DRC, Lesotho, Madagascar, Malawi,
Mozambique, Tanzania and Zambia.

Modalities - Modalities are targets (including numerical targets) for achieving
the objectives of the negotiations, as well as issues related to rules.

Special and Differential Treatment (S&D) - The principle in the WTO that
developing countries and LDCs be accorded special privileges such as better
access to developed countries’ markets; technical or other assistance and al-
lowing LDCs longer time periods to phase in reforms.

Subsidy - Government aid to a domestic manufacturer, grower, or producer
to maintain or increase production. An export subsidy is specifically aimed at
domestic producers of goods designed for sale in foreign markets.

further negotiations.

work for negotiations in different areas.

The July Package provides the framework
for establishing negotiating modalities in
Agriculture and, in less detail, in Non-Ag-
ricultural Market Access (NAMA). The
agreement captures the general approach
for negotiations but lacks precision (for
example, there was an agreement in
NAMA on using a non-linear formula
for tariff reductions, but “brackets” on
specific reductions, which remain to be
agreed on). The Package also reaffirms
that “development” concerns form an
integral part of the Doha Ministerial Dec-
laration and contains several explicit S&D
provisions — many of which are subject to

Over the past year, WTO Members have
been working out further details of the
July Package. They had hoped to agree in
Hong Kong on full modalities to complete
each area of the negotiations — such as for-
mulas or approaches for tariff reductions.
But in mid-November WTO Director
General Pascal Lamy told WTO Members
that they should “recalibrate” their expec-
tations from Hong Kong after he conclud-
ed that Members were not able to bridge
their differences and will not be able to
produce full modalities in Hong Kong.

On November 24, 2005, Lamy released a
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Draft Hong Kong Ministerial Declaration
Text to Members and a week later, follow-
ing consultation with Members, he present-
ed to the WTO General Council a revised
Draft Text. The Text, complete with brack-
ets, will be the basis for discussions in Hong
Kong. The objective will be to remove the
brackets and reach consensus on the Text.

The following are highlights of the Draft
Ministerial Text and of the reports of the
various negotiating committees. The lat-
ter give a closer look at the state of play
in each negotiating committee.

AGRICULTURE TALKS

Agriculture negotiations are centered
around three issues, usually referred to as
the three pillars: export subsidies, domes-
tic support and market access.

Agriculture has been the most conten-
tious area in the negotiations and what-
ever happens in Agriculture will eventually
determine the fate of negotiations in other

key areas.The G20 has made it clear that
they would not make any concessions
on NAMA or Services unless developed
countries move on agricultural subsidies
and market access. (See interviews with
Faizel Ismael and Hon. Sergio Marchi.)

The negotiations have progressed the
most on export subsidies and other
forms of trade-distorting export support.
The July Package contains an agreement
that export subsidies will be abolished,
but does not set an end date for the sub-
sidies, which remains to be negotiated
among Members.

In the area of domestic support, while
there is still no convergence on many of
the specific details such as the review and
clarification of the three “boxes” (see the
insert on the next page for more detail),
Members are generally optimistic about
the possibility of reaching an agreement.
Both the EU and the US have tabled pro-
posals with commitments to eliminating
agricultural subsidies.
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Market Access, however, remains the
major sticking point in the negotiations.
In February, Members cleared a key
hurdle in the negotiations when they
agreed on the process for converting
“specific” agricultural tariffs, which are
estimated based on imported quanti-
ties, into ad valorem equivalents (AVEs)
i.e., tariffs based on the price of the pro-
duct. But members remain deeply divided
on the specific numerical values and the
formula for tariff cuts.They also remain di-
vided on the extent of exceptions to the
tariff reduction rules.

DRAFT MINISTERIALTEXT

The Draft Text highlights the progress
made in the negotiations on the three pil-
lars and asks Ministers to set target dates
for agreeing on “full modalities” on Agri-
culture:

“We recognize that much remains to be done
in order to establish modalities and to con-
clude the negotiations. Therefore, we agree to

PROPOSALS BY THE
USAND EU

The U.S. Proposal

The United States tabled a proposal in
early October 2005 on all three pillars
of the Agriculture Negotiations: export
competition, market access,and domes-
tic support. The U.S. proposal, however,
was contingent on comprehensive re-
form in all pillars and commitments by
all members except the LDCs.

The main features of the U.S. proposal
are:

* Elimination of all trade distorting pol-
icies in two stages and over a ten-year
period.

* Progressive tariff reductions — deeper
cuts applied to higher tariffs — and es-
tablishing tariff caps.

» Slightly lower cuts and longer phase-
in periods for developing countries.

* Elimination of all agriculture export
subsidies by 2010.

* A cut in the Aggregate Measurement
of Support (AMS) by 60% for the US.

* Reduction of the EU and Japan’s al-
lowed AMS by 83% and overall level of

trade distorting support by 75% (53%
for Japan).

For more information on the U.S.
proposal, see http://www.ustr.gov/assets/
Document_Library/Fact_Sheets/2005/as-
set_upload_file919_8128.pdf

The EU Proposal

On October 28, 2005, the European
Union tabled a proposal on Agriculture
and other areas under negotiation at
the WTO.The main features of the EU
proposal are:

* A 60% reduction in the EU’s highest
tariffs. A range of tariff cuts between
35% and 60% for lower tariffs. A cut

in the EU’s average agriculture tariff of
46% — from 22.8% to 12.2%.
* A maximum agricultural tariff of 100%

— as demanded by developing coun-
tries.

* A reduction in the number of sensi-
tive products designated by the EU.

* Reductions in tariffs even for sensi-
tive products — and wider Tariff Rate
Quotas (TRQs) for all sensitive prod-
ucts — meaning more market access.

* A 70% reduction in trade distorting
agricultural subsidies.

* The total elimination of all agricultural
export support by an agreed date, if
others discipline their export support.

* Differential treatment for developing
countries: higher tariff bands, lower tar-
iff cuts and a maximum tariff of 150%.
No tariff cuts for the 50 LDCs.

EU proposals on market access are
strictly conditional on further clarifica-
tion from other developed countries on
the elimination of their forms of export
support.

The EU proposals are also strictly con-
ditional on,among other things:

* An agreement, before Hong Kong, on
a progressive formula that cuts into ap-
plied industrial tariffs.

» Completion of the negotiations with
“ambitious mandatory country tar-
gets” for Services sectors to be liber-
alised — agreed at Hong Kong.

* Assurance that there will be a range
of proposals ready for Hong Kong,
including a Trade-Related Assistance
package, and agreement that all devel-
oped countries should extend tariff
and quota free access to all LDCs, no
later than the overall conclusion of the
Doha Development Agenda.
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intensify work on all outstanding issues. In par-
ticular, we are resolved to establish modalities
no later than [..] and to submit comprehen-
sive draft schedules based on these modalities
no later than [...].”

On cotton, the Text asks Members to
commit to “having an explicit decision” on
an “early harvest” basis and to adopt full
modalities. The Text provides blank spaces
for the modalities to be agreed.

CHAIRMAN'’S REPORT

On November 24, 2005, the Chairman of
the Agriculture Negotiating Committee,
Crawford Falconer, circulated his report,
which describes the state of the Negotia-
tions and the progress made in the nego-
tiations since August 2004.What follows is
an overview of the status of the negotia-
tions as described in the report.

Domestic Support

With respect to domestic support, the re-
port notes that there has been “very con-
siderable potential convergence, albeit on
a manifestly conditional basis”.

According to the report, Members have
converged towards three tiers for cutting
overall trade-distorting domestic support.
For support levels over US$ 60 billion per
annum, proposals for cutting ceiling levels
ranged from 70-80 percent; for levels be-
tween US$ 10-60 billion from 53-75 per-
cent; and for levels below US$ 10 billion
— from 31 to 70 percent.

The report notes, however, that many of
these figures were conditional. The EU, for
instance, which indicated it could be pre-
pared to go as far as 70 percent for cuts
in the top tier, “made it clear” that this is
acceptable only if the United States will go
to 60 percent in the second tier.

The gap also narrowed, the report says, on
de minimis subsidies (i.e., trade-distorting
subsidies treated as minimal and currently
permitted for up to 5 percent of the total
value of domestic agriculture production
for developed countries and 10 percent
for developing countries), with proposed
cuts ranging from 50-80 percent of total
de minimis support. But divergences re-
main, the report says, on how developing
countries would be treated, with some
proposals on the table to exempt them
from committing to any reductions on de

minimis support,and others suggesting that
they undertake cuts two-thirds the size of
those made by developed countries.

Export Competition

According to the report, there has been
no agreement yet on the end date for
eliminating all forms of export subsidies.
Some proposals envisage 2010 or “no
more than five years”, and there are sug-
gestions of faster cuts, or earlier elimina-
tion, for some products such as cotton.
The report mentions some convergence
on aspects of export credit, exporting
state trading enterprises and food aid.

The Agriculture ‘Boxes’

A box in agriculture is a category
of domestic government support
or subsidy. Green box: supports
considered not to distort trade
and therefore permitted with no
limits. Blue box: permitted supports
linked to production, but subject to
production limits, and therefore
minimally trade-distorting. Amber
box: supports considered to dis-
tort trade and therefore subject to
reduction commitments.

The report also notes that proposals for
special treatment for developing countries
have been “uncontroversial” but members
still have to negotiate the details. One of
the important questions that has emerged
in the context of these negotiations is the
impact of eliminating agricultural subsidies
on net food importing developing coun-
tries. The increase in the prices of several
agricultural commodities, which would be
a result of eliminating subsidies, could pose
a threat; especially to LDCs. But there has
not been any agreement yet on how to
deal with this issue.

Market Access

With respect to a tariff reduction formula,
the report notes that there has been a
wide range of tariff bands and tariff cuts
proposed by different members. For the
lowest tariff bands of 20-30 percent, pro-
posed cuts range from 20-65 percent;
while for the top band of 60-90 percent,
proposals range from 42-90 percent.

For developing countries, the report says,
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there has been a general agreement on
classifying tariffs into four bands with linear
reductions (i.e., a uniform reduction rate
applied to all tariffs lines) applied to each
tier — but differences persist on the actual
depth of the reductions.

The report notes that significant differ-
ences remain on whether there should
be a tariff cap, and whether rich countries
should designate products as “sensitive”
when those products are exported by de-
veloping countries.

The members also differ; the report says,
on how developing countries would select
“special products” — products that de-
veloping countries would be able to des-
ignate for low or no tariff cuts based on
food security, livelihood, and rural develop-
ment needs.

Least-Developed Countries (LDCs)

According to the report, there is“no ques-
tioning” of the terms of the July Package
provisions which exempt LDCs from any
tariff reduction requirements. However,
the report notes that not all Members
have put into practice the agreement to
allow exports from LDCs duty free, quota
free market access and that the question
of whether to bind these exemptions le-
gally remains on the table.

Cotton

In November 2004, the WTO set up a
Sub-Committee under the Agriculture
Negotiations to focus on cotton, as re-
quired in the July Package. The agreement
to create a body to focus specifically on
cotton was in response to proposals from
four African countries — Benin, Burkina
Faso, Chad and Mali — to tackle the sector.

The report notes that Members “ac-
knowledge” the problems of cotton but
remain “short of concrete and specific
achievement”.While the report notes
that concrete proposals have been made
on the issue of an end-date for elimina-
tion of all forms of export subsidies,
there is no convergence on the timing
and speed of such elimination.

NON-AGRICULTURAL MAR-
KET ACCESS (NAMA)

NAMA refers to all products not covered
by the Agreement on Agriculture, including
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manufactured products, fuels and mining
products, fish and fish products, and for-
estry products.

The mandate of the negotiating group on
NAMA is:

“to reduce, or as appropriate, eliminate tariffs,
including the reduction or elimination of tariff
peaks, high tariffs, and tariff escalation, as well
as non-tariff barriers, in particular on products
of export interest to developing countries™.

Members agreed in previous negotiating
rounds to use a formula approach to cut
tariffs across the board. Subsequently, ne-
gotiations came to focus on the two ele-
ments of the formula: I) the coefficient for
tariff reduction, which determines the rate
of reduction, with larger figures signifying
smaller overall cuts; and 2) flexibilities for
developing countries, which refers to the
depth of cuts that developing countries
should apply and the implementation peri-
ods of these reductions.

DRAFT MINISTERIALTEXT

The Draft Text takes note of the limited
progress that has been achieved, but ac-
knowledges that “much remains to be
done”, and asks Ministers to set dates for
establishing modalities and for submitting
comprehensive draft schedules based on
these modalities.

CHAIRMAN’S REPORT

In his summary of the state of play in the
NAMA Negotiations, Chairman Stefan
Johannesson acknowledges that progress
has been made since the adoption of the
NAMA framework, but points out that
the establishment of full modalities is still
difficult due to the lack of agreement on
the formula, flexibilities for developing
countries and unbound tariffs.

The Formula

According to the report, Members have
generally agreed on using a“Swiss formula”
(i.e.,a formula that would cut higher tariffs
more than lower tariffs, thereby harmoniz-
ing each Member’s schedule) with discus-
sions focusing on an approach with two
coefficients — one for developing countries
and one for developed countries.

The coefficients that were put forward by
Members, the report says, were in the range
of 5 to 10 for developed countries, and a

range of |5 to 30 for developing countries.

The Chairman notes that the wide range
of coefficients reflects “the divergence that
exists” in Members’ expectations regard-
ing the “contributions” that their trading
partners should be making.

Flexibilities for Developing Members

On the flexibilities for developing coun-
tries, a central issue in the negotiations
has been whether there should be a link
between these flexibilities and the coeffi-
cient in the formula. Developed countries
maintain that a higher coefficient (i.e., low-
er cuts) applied by developing countries is
part of the flexibilities and should result
in limiting the other flexibilities (i.e., the
timeframe for implementation). But many
developing countries argue that those
flexibilities are a stand-alone provision and
should not be linked to the coefficient.

The Chairman’s Report indicates that
Members are still divided on the issue and
are not close to reaching an agreement.

Unbound Tariff Lines

The report says that there has been prog-
ress in the discussion on unbound tariff
lines — tariff lines for which no ceiling has
been established — and a “‘growing sense”
that unbound tariff lines should be subject
to formula cuts. At issue is the starting
level from which countries would apply
the reductions. Developing countries have
proposed raising current unbound levels
by a factor of two or more. But this would
lead to very limited, if any, cuts if the for-
mula coefficient was less than 50 percent.
Currently, the vast majority of developed
country tariff lines and 70 percent of de-
veloping country tariff lines are bound.

It was agreed that LDCs will be exempt
from making any further reductions.
Moreover;, many proposals have been
tabled on granting duty free, quota free
access to LDCs. One concern that LDCs
have raised relates to the impact of tariff
reductions in different areas on their pref-
erential access to developed country
markets. As countries cut their most-fa-
vored nation (MFN) tariffs under WTO
Agreements, the preferential margins
that LDCs enjoy, especially in developed
countries, would inevitably be eroded.
(See interviews with Hon. Dipak Patel
and Hon. Sheree Servansing.)
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OTHER AREAS

TRIPS

WTO Members reached an agree-
ment on a proposed amend-
ment to the WTO Agreement on
Trade-Related Aspects of Intellec-
tual Property Rights (TRIPS) to en-
hance access to medicines allowing
countries to override patent rights
when necessary to export life-sav-
ing drugs to developing countries
that face public health crises but
cannot produce drugs for them-
selves. The amendment will en-
shrine an arrangement agreed by
WTO Members in 2003.

At the end of November 2005,
WTO Members also agreed to give
least-developed countries (LDCs)
a seven-and-a-half year extension
to apply rules protecting patents,
copyrights, and other intellectual
property under TRIPS. The agree-
ment, however, prohibits LDCs
from loosening existing intellectual
property laws unless they already
go beyond TRIPS requirements.

TRADE IN SERVICES

Negotiations on Services have fo-
cused almost exclusively on market
access and on the on the bilateral
“request-offer’” exercise.

On Services, the Draft Ministerial
Text urges all Members to partici-
pate actively in these negotiations
to achieve a “progressively higher
level of liberalization” of trade in
Services, with appropriate flexibil-
ity for individual developing coun-
tries. The Text does not, however,
ask members to make any specific
commitments or agree on dates
for reaching agreements on differ-
ent aspects of the agreement that
are under negotiation.

According to the report of the
Chairman of the Negotiating Com-
mittee on Services, Alejandro Jara,
the total number of offers tabled
by Members was 68, representing
59 countries. However, the report
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notes the overall quality of initial and
revised offers is "unsatisfactory”. The
report says that if the current offers
were to enter into force, the average
number of sub-sectors committed to
liberalization would increase only from
51 to 57. Likewise, less than half of the
schedules would contain commitments
of any kind in sectors such as distribu-
tion, postal-courier; or road transport,
which implies that there is no significant
change in the existing restrictions on
some sectors.

The report also notes that Members
are generally dissatisfied with the limit-
ed progress in the negotiations and that
they have pointed out that the current
offers present no new business oppor-
tunities and, in most cases, do not even
capture existing levels of liberalization.

TRADE FACILITATION

WTO Members formally agreed to
launch negotiations on Trade Facilitation
in 2004 under the July Package. Under
that mandate, negotiators are directed
to “clarify and improve” GATT articles
relating to freedom of transit, fees and
formalities connected with importa-
tion and exportation, and publication
and administration of trade regulations.
The negotiations also aim to enhance
technical assistance and capacity build-
ing extended to developing countries in
this area.

During the negotiations, members had
to deal with two contentious issues that
caused several meetings to break down.
First, Members differed on the sequenc-
ing of technical assistance provided by
donors and the commitments made
by developing countries. Developing
countries were reluctant to agree to
specific measures without firm techni-
cal assistance commitments from devel-
oped country and other donors, while
donors were reluctant to commit any
funding without a clear idea of the pro-
visions that would be agreed to in the
negotiations. Second, Members also dis-
agreed on whether the report should
mention a potential start date for text-
based negotiations.

However, overall the negotiations pro-
gressed relatively well, and Members
managed to overcome their key dif-
ferences and reach a consensus on the
text for the Hong Kong Ministerial Dec-
laration.

The Draft Ministerial Text on Trade Fa-
cilitation is very general and does not
ask Members to make any commit-
ments or establish deadlines for reach-
ing an agreement. The Draft asks Mem-
bers to reaffirm their commitment to
the modalities and approaches included
in the July Package and endorses the
report submitted by the Negotiating
Committee.

The report by the Negotiating Group
on Trade Facilitation notes that progress
has been made in all areas covered by
the mandate through both verbal and
written contributions by Members.

On the issue of sequencing of technical
assistance, the report does not make
the commitments made by develop-
ing countries conditional on receiving
technical assistance. Instead, it stresses
the “vital importance” of technical assis-
tance and capacity building and recom-
mends that commitments to technical
assistance in this area be “reaffirmed,
reinforced and made operational in a
timely manner”.

The report also recommends that work
be broadened on the process of iden-
tifying each individual Member's Trade
Facilitation needs and priorities, and the
cost implications of possible measures.

On Special and Differential Treatment
(S&D), the Negotiating Group recom-
mends that it deepens and intensifies its
negotiations on the issue of S&D, in or
der to arrive at provisions that are “pre-
cise, effective and operational and that
allow for necessary flexibility in imple-
menting the results of the negotiations”.

On the starting date for the text-based
negotiations, Members agreed that ne-
gotiations will start “early enough after
the Sixth Ministerial Conference”. (See
interviews with Hon. Dipak Patel, Hon.
Sheree Servansing and James Lennox.)
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SPECIAL AND DIFFERENTIAL
TREATMENT

The Draft Ministerial Text instructs the
Committee onTrade and Development
to set a date for completing the review
of all the outstanding Agreement-spe-
cific proposals with priority on the LDC
proposals. The Draft also asks Mem-
bers to adopt decisions included in
the Chairman’s Report which calls for,
among other things, establishing a date
to begin providing bound duty free and
quota free market access for all prod-
ucts originating from all LDCs.

One of the contentious issues during
the negotiations relates to whether
granting quota free, duty free access
for LDC's should be legally binding on
WTO Members. The Chairman’s Re-
port puts forward three alternative
proposals containing language that
would bind developed and developing
countries that “declare themselves in a
position to do so” to provide bound
duty free and quota free market ac-
cess for all products originating from all
LDCs by a certain date to be negoti-
ated among Members.

The report also emphasizes that LDCs
will only be required to undertake
commitments and concessions “to the
extent consistent with their individual
development, financial or trade needs,
or their administrative and institutional
capacities”.

OnTrade-Related Investment Measures
(TRIMs), the Draft Ministerial Text says
that LDCs will be allowed to maintain,
though on a temporary basis, existing
measures that deviate from their obliga-
tions under the TRIMs Agreement.

Finally, the Draft Ministerial Text ac-
knowledges the needs of LDCs for
technical assistance in implementing
their obligations or commitments un-
der the WTO agreements and urges
relevant donor agencies to coordinate
their efforts in the delivery of such sup-
port. (In this regard, see the interviews
with Hon. Dipak Patel, Hon. Rob Davies
and others.)
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HON. DIPAK PATEL...

ZAMBIA’S MINISTER OF COMMERCE, TRADE AND IN-
DUSTRY AND COORDINATOR OF LDCs IN THE WTO

PICTURE COURTESY OF HON. PATEL'S OFFICE

What had you hoped to achieve in Hong
Kong and how have your expectations
changed following the scaling back of the
objectives of the conference?

Obviously we had been expecting a lot.We
have been waiting since the Uruguay Round
—fora good 15 years — for issues that have
been established by developed countries
that they will make available for LDCs.

So this is difficult. Even the five proposals we
had on Special and Differential Treatment
(S&D), as of today, they are not going any-
where because the entire focus is on Agri-
cufture issues and Market Access issues.

Do you expect any significant results to come
out of the conference for LDCs?

As it looks now, no.There is a stalemate with
regard to Agricufture and Market Access is-
sues among the G20 and the US and the EU.
The EU itself is regrettably stalemated be-
cause of the French position on Agricutture.

In a recent meeting at the Committee on
S&D, some representatives questioned the
purpose of LDCs’ participation in Hong Kong.
Has Hong Kong become irrelevant to LDCs?

No, | don't think so.This is obviously a forum
under which we have to get our work done
and obviously it is of use to us. If the multilat-

eral process does not work and we end up
in bilateral situations, we will be in extremely
weak positions to negotiate, so we will keep
fighting for it.

In your view, do LDC issues receive sufficient
attention at the WTO?

Yes, a lot of lip service. This year the hopes
of LDCs and Africa in general were raised
at the G8 Summit and the Millennium De-
velopment Goals (MDG) session at the UN.
But it is one thing to raise hopes and quite
another to deliver.

This is the Doha Development Round and
[developed countries] turned it into a Mar-
ket Access Round among themselves.

Fortunately, what [has] happened since
Cancun, is that developing countries and
LDCs have strengthened their negotiat-
ing skills and capacities and their technical
know-how, so we have good teams that are
able to sit and competently negotiate.

Members of the WTO are expected to hold a
high-level meeting in early 2006 to try to reach
a deal on specific negotiating terms that were
initially foreseen for Hong Kong. What will be
Zambia’s priorities in these discussions?

Our priorities are the same as they are on
the table now and what we need to do is to
get that done. Our priorities are on S&D, on
the three pillars of Agricutture, and enhanc-
ing aid-fortrade and technical assistance to
deal with supply side constraints. Then [there
are] the issues of duty free market access.

Also on TRIPS, we have asked for a |5-year
extension under TRIPS — for a waiver to be
able to buy generic drugs — which still has
not been provided to us.

How can things move forward post-Hong
Kong, and who bears the responsibility for
breaking the deadlock?

What | am saying is that the Agricufture is-
sue, which is important for the whole world,
has completely hijacked the Development

Agenda. The whole concentration post-
Doha was to deliver on the Doha Devel-
opment Agenda; some of it was to deliver
on Agricufture and things like that. But you
take the EU proposal where they have put
in place Services as one of the factors in
order to move forward. What we are say-
ing is that these things are important, but let
us deal with the main agenda of Doha and
then we can work on everything else.What
has happened in the last weeks is the com-
plete reverse.The G20 and EU and the US
are saying that we need to make a break-
through on those issues first before we can
talk about the LDCs.

Negotiators have agreed that the Hong Kong
Text on Trade Facilitation should contain a bal-
ance between the various areas of the Trade
Facilitation Negotiations such as S&D, trade
capacity building (TCB) and technical assis-
tance. How can the WTO achieve this balance
between S&D, TCB and Trade Facilitation?

We are very keen on Trade Facilitation is-
sues — especially LDCs. But at the same time
we require both technical assistance and
financial assistance in order to set up the
computerized systems that are required to
make one-stop border controls.

We were saying let's move on this — now
how do you put it together? Poor countries
who want to move on this — how will they
be assisted in getting trade facilitation mea-
sures put in place? But this is again where we
don't get specifics. In Zambia,"‘we are saying
we are ready to do this”. But, like everything
else, there is too much talk and no action.

Have you identified certain priorities in this
area?

We have identified priorities — things like
getting more efficient border management
control.We have something like ten different
people doing ten different things, so an im-
porter or exporter has to go through four
or five or ten different desks before he can
move goods out of Zambia or into Zambia.
We need to consolidate things like that.
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Following the scaling back of the objectives of
the Hong Kong Ministerial, what should WTO
Members do to conclude the Doha Round
and, to ensure that what happened in Can-
cun is not repeated in Hong Kong?

There has to be a move by big countries
on the issue of Agriculture — on agricultural
market access for developing countries and
also on the question of agricuttural subsi-
dies in different forms. | think if we were
to get an outcome like that, balanced with
reasonable, but not outrageous, demands
on Industrial Market Access and Services,
and there was a decent package of mea-
sures to support supply side constraints,
the Southern Africa region could benefit.
| think that is still possible to achieve — it is
not possible to achieve [this] in Hong Kong
— but it is possible to achieve [it] in the
broader Doha Development Round.

So what we need to do is to go to Hong
Kong and find a way to make things move
forward, which will not be full modalities,
but a step forward; and build on that work
in the post-Hong Kong period.

In light of the difficulties that global trade
negotiations have been running into, do you
think that South Africa and other countries
in the region should pursue trade liberal-
ization under bilateral and regional trade
agreements instead of negotiating under the
auspices of the WTO?

There are many challenges facing the mul-
tilateral trading system and there are good
reasons for that. However, when you pur-
sue agreements on a bilateral basis you are
basically exposed to imbalances of power.
In a multilateral process, there is at least
the possibility of the preservation of the
rights of developing countries.

Unilateral liberalization is not what is re-
quired right now. What is required is to
address a number of issues that are un-
dermining the multilateral trading system
by developed countries in Agricutture and
in other areas where tariff peaks escalate
and there are non-tariff barriers. These are
the things that any agenda for the Doha
Round should put down.We do not think
that these are the needs of the developing
world, but the needs of the world trading
system as a whole, and these can not be
addressed by bilateral processes. In fact, a
multilateral process would serve the de-
veloping world despite the current diffi-
culties in the Doha Round.

In terms of the objective of changing the
global agriculture trading regime, in terms
of eliminating tariff peaks and escalation in
developed countries, | don't think we can
achieve those objectives through a bilat-
eral process, say with the EU or the US. |
think in the multilateral process we have
more power as developing countries.

Do you think that developing country issues,
and in particular LDC issues, receive suffi-
cient attention at the WTO?

In the period since Seattle | think there
has been a bit of a shift in the multilateral
process, but it has been a very uneven
one. The Uruguay Round was governed
by developed countries but developing
countries have gained more influence. Still,
the balance of forces is still not one that
favors developing countries.

But you have the G20, which emerged
after Cancun. The G20 has now become
a major player that represents developing
countries.

With respect to LDCs, | think they have be-
come very effective. Their coordinator, Min-
ister Dipak Patel of Zambia, has become an
important player in a lot of the processes.
But | think there is still quite a way to go
before we get to a really inclusive process
— one that takes account of the imbalances
in resources and capacities.

However, many developing countries have
developed their capacities. That's probably
why the agreements are difficult to reach.
Now developing countries have to be ac-
commodated and in the Uruguay Round
they did not have to be.

You spoke about some of the measures that
developed countries should take to ensure
that negotiations at the WTO move forward,
but what should developing countries do to
break the deadlock and help conclude the
Doha Round by the end of 2006?

Developing countries will have to accept
their obligations as part of an overall pack-
age — not only in agriculture and agriculture
market access, but also in Industrial Prod-
ucts and Services — all the different areas.

But the point is that their obligations must
be proportional. One of the reasons that
we think the Hong Kong meeting is in
trouble is that the demands of the devel-
oped countries are way out of proportion
to what they are willing to offer on Agri-
culture. The balance is wrong.

But there are also some specific things
that developing countries can do. Grant-
ing quota free and duty free market access
for LDCs is not only the responsibility of
developed countries, developing countries
as well need to do so.

We in South Africa, | do not think we have
addressed this issue in any systematic way,
but we will have to consider very seriously
in the near future what we can offer in
this respect.

This is an obligation that developing coun-
tries have to accept in the [Doha] Devel-
opment Round.
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What is your assessment of what has hap-
pened so far in the run-up to Hong Kong?

Much hard work has occurred in the run-
up to Hong Kong, with serious discussions
going on in all of the core trade areas that
need to be agreed to bring the Doha Round
to a successful conclusion. While there have
been some important successes — in reach-
ing agreement in areas such as Trade Facili-
tation and TRIPS/Public Health — there con-
tinue to be outstanding issues in a number
of areas that have forced us to lower our
expectations somewhat for the Hong Kong
Ministerial. It bears emphasizing, however,
that the US, along with many other Mem-
bers, retains high ambitions for a successful
conclusion of the Doha Round in 2006.

Reaching agreement on Agriculture remains
the key to unlocking the Round. The US has
shown leadership by offering a bold plan on
agriculture.  Our ambitious proposal calls
for an end to agricultural export subsidies
by 2010, the phase-out of trade-distorting
domestic support, and substantial improve-
ments in market access.

Unfortunately, other major developed
country trading partners have yet to meet
the US's bold offer — especially in the area
of cutting agricuttural tariffs. This is unfortu-
nate because Agricutture is the most heav-
ily protected sector in world trade and the
one where reform would deliver the great-

est development benefits. According to the
World Bank, nearly all of the benefit that
developing countries would receive from
agricuftural trade liberalization would come
from the global reduction of tariffs.

While significant challenges remain, we
are hopeful that Hong Kong will provide
us with the momentum needed to move
forward in Agricutture and the other core
negotiating areas.

By and large developing countries lay the
blame on developed countries for the dead-
lock in the negotiations saying that the offers
that have been tabled so far by these coun-
tries are inadequate. Do you agree?

It would be a mistake to group the positions
of all developed countries together The US
is proud of the farrreaching offers we have
made in the three core negotiating areas:
Agricutture, Industrial Goods, and Services.
On Agricutture, we are the only WTO
member that has proposed to eliminate all
barriers to trade, including export subsidies,
trade-distorting domestic support, and tar
iffs. It's the farthest-reaching proposal that
has been advanced by any country.

The US has been similarly bold on Industrial
Goods — proposing steep reductions in the
highest tariffs and creating new market ac-
cess opportunities for all. African Members
have the most to gain from this approach
since most of them, as LDCs, would not be
required to make any tariff cuts of their own
— in either farm or industrial goods — but
would nonetheless benefit from new mar
ket access in other countries, especially oth-
er developing countries. Seventy percent of
the tariffs developing countries pay are to
other developing countries.

Similarly, on Services the US has tabled two
offers that improve upon existing commit-
ments. Our latest offer is among the most
expansive of those tabled. The key in the
Services Negotiations is to increase the lev-
el of Member participation and to raise the
level of ambition so that Services liberaliza-
tion is a force for development and growth.
African countries have much to gain by

participating more actively in the Services
Negotiations. Services generate more than
half of GDP in most African countries and
also play a key role in the competitiveness
of African goods export industries. In addi-
tion, increased market access in Services is
an important factor in attracting new invest-
ment.

In all of these negotiating areas, the US has
taken into account the special circumstances
of African and other developing countries
and proposed mechanisms that allow them
considerable flexibility in undertaking any
new commitments.

VWWe also recognize the need for trade capac-
ity building assistance to help African coun-
tries to make the most of the new trade
opportunities that will result from a Doha
Agreement. In 2005, the US provided nearly
$200 million in trade capacity building as-
sistance for sub-Saharan African countries.
Moreover, the G-7 Finance Ministers recently
made a major announcement: that spend-
ing on aid-fortrade will increase to $4 billion.
They also focused on infrastructure needs in
Africa, which should help to address the sup-
ply-side constraints facing the continent.

In your view, how can Members move beyond
the current deadlock and who should bear the
primary responsibility for making the negotia-
tions move forward?

All Members must do their part to help find
common ground. Right now, all eyes are on
the EU, which could do much more on agri-
cuttural market access. Other countries also
must do more in the Industrial Goods and
Services Negotiations.

African Members have an important role in
helping to move the negotiations forward.
No other region of the world has more to
gain from a successful Doha outcome, or
more to lose if the Round fails to produce
an ambitious resuft. Accordingly, as the Ag-
ricutture Negotiations proceed, we hope
that African Ministers will weigh in strongly
in support of ambitious liberalization in farm
trade, especially for reduction of agricuttural
tariffs.
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Mr. Erastus Mwencha was ap-
pointed as Secretary General
of the Common Market for
Eastern and Southern Africa
(COMESA) in June 1998. He
is currently serving his second
and final term.

Mr. Mwencha has been close-
ly associated with the deve-
lopment of COMESA and its
predecessor, the Preferential
Trade Area for Eastern and
Southern Africa (PTA).

He joined the PTA in 1983
as a Senior Officer and later
served as Director for Indus-
try, Energy and the Environ-
ment.

Prior to joining the PTA/
COMESA, Mr. Mwencha
worked for the Government of
Kenya in various capacities.

What is your view with respect to what has
happened so far in the run-up to Hong Kong
and the evolution of the Ministerial Text?

Two things continue to worry us. First,
although it is called the Doha Develop-
ment Round, that aspect does not seem
to be captured in the ongoing discussions
as much as we would have liked.

And the second issue — you know what
has happened in Agriculture and NAMA.
We know those are important, but our
worry is that we are concentrating on
these issues forgetting the interests of de-
veloping countries.

We are talking about Special and Differen-
tial Treatment (S&D) and other areas that
we have been keen on in relation to the
supply side and the process itself. So the
scaling back of the expectations of Hong
Kong is worrying because, if you look at
the agenda that was set up in Doha, we
are very far from getting near completing
the issues from the Round.

Ourworry is that with the current pace we
will not be able to finish, [we will] lose time
and we may [therefore] also not be able to
focus on the issues of interest to us.

On the Text, it is the same thing. When |
look at it | can say that Lamy has made an
attempt in Geneva to capture the state
of play. But if one looks at the Text it does
not give you a lot of hope that the main
issues [that still] remain unresolved, will
be resolved soon.

| need to mention one more thing. Al-
though there has been a lot of consulta-
tion in all these Ministerials and meetings,
the level of participation of developing
countries has not been as good as we
would have liked. And we know that
when we go to Hong Kong the same
thing is going to happen. The concern is
that this discussion is ‘above’ developing
countries.

Many developing countries complain that
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the WTO process is not inclusive and not
very democratic, but officials at the WTO
point out that the WTO is a consensus-
based organization and that every country
has a veto power. Why do you think devel-
oping countries feel this frustration with the
WTO process?

The thing is that having 149 members to
talk and agree is not easy.You need groups
of countries like the G90 or the G20. But
unfortunately the issues facing developing
countries can not be easily captured in
some of the existing groups where you
can use the authority of the group in con-
sultations because of the sheer size of the
teams that get involved in the negotia-
tions. One is always wondering whether
we should continue with this approach.
(See the article on negotiating coalitions
on the back page.)

Would it not be better if we found a
method that is fairly transparent so peo-
ple would know who is saying what and
what is being said? In the current process,
there is lack of involvement of a lot of
parties. For those inside the process the
process is transparent, but for those out-
side it they are kept out.

How can the WTO process be improved to
become more inclusive?

First of all, | think that, in the many mini-
Ministerials that are taking place, what
could be done may be to have regions
represented in a manner that could be
more inclusive than what it is at the mo-
ment. At the moment the participation
is highly selective and is not inclusive
enough.

To what extent have countries in the region
coordinated their negotiating positions in
the run-up to Hong Kong?

First of all, as COMESA, we have a trade
coordinator and we coordinate very
closely in Geneva and in the region. And
as Africa we met in Arusha on the 24th
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and the 25th of November 2005. (See the
summary of the report from this meet-
ing of African Trade Ministers on the back
page of this issue.) In the region here, |
think we are coordinated. Also for LDCs,
Zambia is currently coordinating. There
is a lot of coordination and preparation
that has been taking place and if you look
at what Zambia has done in coordinating
the LDGCs, quite a lot of work has been
done in that area.

Of course, when you look at our region,
it is not possible that we all take a com-
mon position on all the issues. There
are issues where we differ — some of us
are net importers of food. So, there is a
need, for example, for us to carry out
more studies to be able to assess the
impact of the positions. A lot of positions
could be [better] informed if we could
have the resources to carry out some
studies to assess the impact of each of
the scenarios that are being proposed at
the WTO level and at the regional level.
Yes, there is a lot of need for capacity
building in conducting more studies to
inform the positions.

In which areas/sectors are negotiating pri-
orities and positions of countries in the re-
gion aligned, and in which areas/sectors are
there differing country positions/priorities?

In the case of Agriculture, LDCs are in
the same position as South Africa and
we have a common understanding there.
Where our positions could be different is
when it comes to Market Access.

The challenge we have now is to retain
the preferences [that we enjoy] and to
be able to move forward with the lib-
eralization programme [in a way] that
would keep everybody on board. That is
an area that we need to address, because
we want to retain our preferences — not
all of us will be involved in the NAMA
negotiations.

But there are only a few areas where we
have differences compared to the areas
where we have common agreement.

What can one hope to come out of the

Hong Kong Ministerial Meeting?

What | would like to see is a strong po-
litical commitment and serious business
from the negotiating point of view to try
to finish the Round by the end of 2006.
And therefore, when we go back to Ge-
neva, we should start to see some move-
ments in the areas where negotiations
have not moved. | hope we will be able
to get out of this situation where every
member is saying | will not move until X
and Y moves. That is not a very healthy
situation, because if it is right [to imple-
ment a policy] you can not say: "l will not
do it until the others move first".

This is what Hong Kong should deliver
— creating an environment of serious
commitment — to find a way to be more
inclusive, to find a way to look at the is-
sues that affect LDCs so that they can be
included in the discussions and not re-
main concentrated on those two issues
— Agriculture and NAMA. Agriculture and
NAMA are important and they affect us,
but there are also the other issues.

Some analysts say that the collapse of Can-
cun in 2003 has led many developing coun-
tries to seek regional and bilateral trade
agreements outside the WTO framework.
Do you think that the failure of Hong Kong
to produce a specific framework would
strengthen the drive towards regionalism in
Eastern and Southern Africa or, more broad-
ly, encourage countries to pursue more bilat-
eral and regional trade arrangements within
or outside the region?

My view is that if the WTO collapses, you
will see a lot more focus on regionalism.
But if it collapses that would create a
complex situation even for regional trade
agreements. A lot of the things that will be
done under bilateral and regional trade
agreements are informed by the WTO.

But we never saw the WTO as a threat
to integration in Southern and Eastern Af-
rica. It adds a challenge, of course, but we
see regionalism as helping us to be part of
the multilateral process.

The multilateral process should not [have
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to] collapse for regionalism to work. No,
on the contrary, there is complementarity
and that complementarity should be seen
in the positive sense. If the WTO process
is frustrated, then regionalism will also face
challenges. What we have also been say-
ing at the WTO s that the WTO process
should accommodate what has been hap-
pening under regional trade agreements
and [regional trade agreements] should
be accommodated.

To what extent has the private sector in
the region been active in WTO negotiations
and to what extent has it been successful in
influencing the positions taken by different
countries in the region?

| can not make a generalized statement to
say they have not been involved or to say
that they have been very much involved
— it varies from country to country. But |
would say that in a number of countries
there are mechanisms to consult the pri-
vate sector and bring their concerns to
the WTO process. In general, | am satis-
fied that they have been more involved at
the moment.

But there is still not [participation] at the
level that we would like to see and this
is because of lack of capacity. The WTO
process is fairly complex and it requires a
lot of resources to follow what is happen-
ing in Geneva and [assess] how it is going
to affect the private sector: Now, that kind
of response is not possible for the private
sector because they are not in the loop
and there is no capacity at the national
level to spread this message to the busi-
ness community.

What should be the priorities for the region
post-Hong Kong — both in terms of its do-
mestic and regional policies?

In COMESA | would say Market Access
has been a problem for us, but even with
all the market access, what should be the
priority? | think it is addressing the supply
side issues. The other part is to develop
South-South cooperation because for us,
even within COMESA, we would like to
see regional integration become a bigger
priority than it is now.
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As representative of Mauri-
tius to the WTO, Hon. Sheree
Servansing chairs the WTO
Committee on Trade and
Environment and acts as the
Coordinator of the African,
Carribean and Pacific (ACP)
Group in Geneva.

Prior to taking up his position
in Geneva, Hon. Servansing
served as the Head of Mul-
tilateral Economic Affairs in
the Ministry of Foreign Affairs
and Regional Cooperation in
Mauritius.

Previously, Hon. Servansing
served as Acting Minister
Counsellor in Brussels and as
Second Secretary in New Del-
hi.

Hon. Servansing holds an
M.A. in Sociological Studies
from the University of Sussex
in the UK.

What had you hoped to achieve from Hong
Kong and how have your expectations
changed following the scaling back of the
objectives of the Conference?

Our expectations from Hong Kong were
high. We really thought that we could get
firm, critical mass on modalities in Agri-
culture, NAMA and Services, also some
measure of progress on Trade Facilitation,
and a good package on the development
cluster So we expected in Hong Kong
what we call a ‘balanced architecture’ of a
new trading system that will provide some
sense of equity for developing countries
— mainly small ones like Mauritius — to be
able to integrate in the system in a har
monious way that would help us keep the
competitiveness we have and also help us
to gradually join the mainstream of global
competition.

We regret the scaling back of the ob-
jectives of Hong Kong and we are very
concerned about the state of things. But
whatever be the scaling back, whatever be
the calibration, the objectives of Mauritius
for the whole Round remain the same.
Our major issue is equity and balance.
We can not accept any objectives that
give specifics on the interests of major
developed countries and exporters but
neglect, or provide generalities or neutral
language, on the concerns of small, weak
and vulnerable countries. And this is how
we situate ourselves in the new ambition,
in the new objectives that have been set
for Hong Kong right now.

Do you think that developing countries will
be able get specific commitments on some
of the key issues post-Hong Kong?

My short answer is yes. There have been
an increasing number of meetings both at
the level of Geneva and also in our sub-
regions on our preparations for Hong
Kong.

In terms of substance, for the time be-
ing, the ACP group and the AU [African
Union] group, have already written to the
Director General of the WTO and also to

the Chairmen of the different negotiating
groups — mainly in NAMA, Services and
Agriculture. We have already articulated
our minimum expectations and our mini-
mum objectives for Hong Kong.

Mauritius is a special case in Africa — the
country has experienced an unprecedented
export-led boom. Hence, its negotiating pri-
orities and positions may be different from
those of other countries in the region. What
have been Mauritius’ priorities in the run-up
to Hong Kong?

Basically the priorities of Mauritius are not
very different form the mainstream of Af-
rican countries. Mauritius and the others
[excluding South Africa] have basically the
same problems. They need a number of
things.

First, in view of the specificity of the tar
iff structures, they need a defensive ap-
proach, they need a certain element of
protection and a certain element of con-
trol over their domestic policy to be able
to manage their development programs,
their industrialization programs and their
job creation policies. They need a certain
element of comfort at the level of tariff
cuts both in the industrial sector and in
agriculture. This is where Special and Dif-
ferential Treatment (S&D) comes in and
where special products come in. In that
sense we are moving along the same lines
as the other African countries;the only nu-
ance perhaps is that we can afford a lower
number of those products. But, in terms of
basic policy, it is the same thing.

Secondly, in terms of our offensive inter-
est, in terms of Market Access, most of
the sub-Saharan countries operate on
preferential arrangements and those ar
rangements for us guarantee a certain
minimum market access so we need
those two elements.

What are the implications of the failure
of Hong Kong to produce specific results
on Mauritius’ trade policies and its interest
in pursuing trade agreements outside the
framework of the WTO?
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That's a good question. Small countries
like Mauritius — small and vulnerable coun-
tries — won't have the clout and they do
not have that appeal to catch the inter-
est of major players for bilateral free trade
agreements. | do not think that for them
this can be an option.

What can be an option is that we have
to continue the regional integration pro-
cesses. Here the WTO architecture and
the WTO framework is much more im-
portant because the WTO would have
reviewed some of the issues on develop-
ment, some of the issues on regional trad-
ing agreements, so that we could get much
more policy space and flexibility to under-
take our regional integration processes.
On the contrary, for us, a failure puts us
at a greater risk of not being able to strike
bilateral deals with major players.

Secondly, it puts us and our own regional
trade exercises in a vacuum, not in the kind
of revised rules we wanted to see in the
new WTO architecture, that could have
given us more policy space and scope. Fail-
ure at the WTO to have this sound, rule-
based multilateral trading system will mar-
ginalize our regional integration processes.

It will not break the processes, but it will
not give us enough clarity on the rules.
We are seeking clarity on the rules for
FTAs [Free Trade Agreements] between
developing countries and between devel-
oped countries and developing countries.
I will give you a simple example. The pres-
ent rules under Article 24 of GATT were
conceived in terms of FTAs between de-
veloped countries but they have not been
thought about in terms of FTAs between
developed and developing countries. Right
now, we are in the process of conclud-
ing EPAs [Economic Partnership Agree-
ments] with the EU and one of the major
elements of these EPAs would be an FTA.
Now, we do not have enough clarity in
terms of, for example, two elements. First,
the coverage: we say 90 percent coverage
but we can not expect the same coverage
for developed countries and developing
countries. So we need clarity so we can
have a larger portion of sensitive products.
Second, in terms of the transition period:

for the time being the transition period for
phasing in reciprocity takes about ten to
twelve years.We do agree that the devel-
oped countries should phase in the reci-
procity earlier, but for us we need a longer
time period to phase in reciprocity with
the major players. So for us twelve years
is not long enough — we want a longer
time frame. In that sense the failure of the
WTO will affect our policy space in order
to really negotiate truly developmental
FTAS.

How can things move forward post-Hong
Kong and who bears the responsibility for
breaking the deadlock?

We can not lay the blame in front of any
one member, the reasons are multiple.
First of all, all the major players — it is basi-
cally all the major players, the EU, US, the
Cairns Group and the G20 — they must
harmonize their levels of ambition. The
basic problem at the moment is that the
level of ambition is disparate among the
different groups. Also, we need to start
negotiating in an integrated manner — not
only on Agriculture, but on Agriculture,
NAMA and Services. That, perhaps, would
be one way forward.

The second thing is [that] we should in-
crease the level of trust among the ma-
jor players. For the time being there have
been no negotiations as such; there have
been tactical games with each of the ma-
jor players putting their maximum posi-
tion. It is only recently that the major play-
ers moved to concrete proposals, but that
was rather late. It is very important that
first, there is a harmonized level of ambi-
tion and, secondly, that we move from that
tactical game to a level of trust. If they real-
ize a real level of trust | think post-Hong
Kong we will be able to move to serious
negotiations and still meet the deadline of
the end of 2006. But if we finish in Hong
Kong and start in January with the same
game then | am afraid there will not be
much progress.

Trade Facilitation is an area that has received
increasing attention from both developed
and developing countries and negotiations
have progressed relatively well. Countries in
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Africa can benefit from the experience of
Mauritius in that area. In your view, what
should be the region’s priorities with respect
to Trade Facilitation?

First, there should be a change of mind-set
among African countries in terms of Trade
Facilitation. There is too much of a defensive
approach towards Trade Facilitation. Mauri-
tius has, on its own, engaged in Trade Facilita-
tion as a national priority — not necessarily in
the multilateral trade context — but as a na-
tional priority. Ve have, to a certain extent,
reached quite far in Trade Facilitation at the
level of Customs Administration and policy
framework. So we have discovered that this
is really in the interest of exporters and im-
porters, this is really in the interest of trade
and, for us, Trade Facilitation will become the
next generation issue.

It is not like tariffs will bring you the com-
petitive edge once they are removed. If
you are going to tackle Trade Facilitation,
non-tariff barriers and so on head on, they
will give you the competitive edge. Africa
should develop its own agenda for Trade
Facilitation, whatever happens at the level
of the WTO. The WTO provides greater
clarity on this issue at the multilateral level,
but apart from that, Africa should develop
its own agenda and develop its own pro-
gram on Trade Facilitation. | think it is in
the interest of African countries because
for the time being we have too much dis-
cordance and too much diversity — even
sometimes | would say chaos — in our
customs procedures and administration at
different levels.

It is in the interest of Africa and | think
Mauritius is willing to play a role in terms
of technical assistance and in terms of pro-
viding how we have gone about doing our
things and sharing best practices.

We have developed the negotiations in
that sector; but we must be aware that
whatever disciplines are being arrived at in
this sector; they should be conditional upon
providing developing countries with the
capacity to implement them. So technical
assistance and infrastructure capacity build-
ing are very important before we assume
these obligations at the level of the WTO.
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WTO Members seem to be stuck in a
situation where every member or group is
waiting for the other to move first. How can
Members break the impasse and move on
after Hong Kong?

We need to reach an understanding that
the focus of the Round shouldn’t be al-
tered — and the focus is on Agriculture
and all countries who have an interest in
Agricutture will need to find a way for-
ward on the different issues.

We are negotiating a package of issues
on Agriculture, which includes domestic
support reduction, export subsidy elimi-
nation and a substantial improvement in
market access. Many developing countries
have concerns for their special products
and they need their agriculture to be safe-
guarded. So many of these issues need to
be discussed and contributed to the pack-
age on Agriculture.

As part of this, the EU has to make a sig-
nificant contribution in reducing its tariffs.
The US has to do its part to make sure
it reduces substantially the domestic sup-
port, especially those which have an im-
pact on poor countries, like for example
cotton. Also, it has to have disciplines in
different boxes, like in the blue box, so that
any country can not simply shift support
from one box to another box and retain
the same amount of money that they sub-
sidize, but simply change the nature of the
subsidy and claim to have made a contri-
bution. We need disciplines to be agreed
upon and we have not yet agreed on
them, so these issues must be the focus of
the negotiations.

However, the EU and the US are calling
on developing countries to also open
their markets in Industrial Products and
Services. Now we, for one, are commit-
ted to make a contribution and to further
market opening in Industrial Products
and in Services. However, we do not ex-
pect to pay a disproportionate price for
the contribution that the EU and others
will make in Agricufture and in Industrial
Products. We are saying that if the con-

tribution that we make is proportionate
to that which will be made by developed
countries, both within industrial products
under NAMA and in Agriculture, then we
will be willing to make our contribution in
the same way as developed countries.

However, at the moment, the EU, for one,
is making very little contribution in their
proposal so far [in regards] to market ac-
cess in Agriculture. Yet, at the same time,
they are requesting and making demands
of developing countries to make significant
openings in their industrial markets and re-
duce their tariffs by significant measures.

Even in the industrial sector, the US and
the EU are offering to make very little ad-
justments. The formula they are offering,
a coefficient of ten, will make very little
change in their current tariff structure
and they will have to make very little ad-
justment. So, as far as the Europeans are
concerned, they are not going to be mak-
ing any further contributions to the CAP
[Common Agricultural Policy] process,
neither are they going to be making any
further contribution to any reduction in
industrial tariffs.

They have not made any real effort in Ser-
vices at this stage in the offers they made,
yet they are demanding that developing
countries should make significant offers in
each area of the negotiations so that their
exporters of Industrial Products and Servic-
es can expand their access to our markets.
We think their claims are totally dispropor
tionate to what they are willing to do.

So you essentially think that developed coun-
tries bear the primary responsibility for the
success or failure of the Doha Round?

Absolutely. At this stage yes, because in
Agriculture developing countries in the
G20 have already made a significant con-
tribution to building compromise propos-
als and to building on what in the WTO
we call'middle ground’, which is where we
can unite the different sides of the debate.
G20 proposals on domestic support, on
export subsidies and on market access in
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Agriculture have been accepted as a good
basis for building consensus.

The G20 has played a leadership role, it
has contributed to building consensus, it
has committed developing countries to
open their markets in Agriculture as long
as this is done firstly in a proportionate
way and, secondly, in a manner which is
sensitive to the concerns of small farm-
ers and to agricufture economies which
are mainly rural-based and based on small
scale subsistence agriculture.

In light of the scaling back of expectations
from Hong Kong, what would be a successful
Conference?

[Although] we have scaled back our ambi-
tion of the meeting, we should not scale
back our ambition for the conclusion of
the Round. If we do not re-commit to the
high ambition we had, we will reduce the
hope and we will diminish the aspirations
and hopes of many developing countries
and we will diminish the possibility and the
prospect of this Round being called a De-
velopment Round.

Secondly, we should use the meeting to
try and achieve some development out-
comes at least for the poorest countries in
the world. In this regard, the call by LDCs
to grant them quota free, duty free market
access will go a long way towards making
the WTO appear to be a more caring and
development-friendly organization.

Everyone has to reach out for the LDCs
and try to make a commitment which will
secure for LDCs a firm offer to work to-
wards opening up markets for the [little]
exports that these countries currently
have in world markets. Such a decision will
contribute to helping these countries to
build the necessary incentives for new in-
vestment in their economies and hopefully
help them increase current exports.

In Hong Kong [we should also] work to-
wards, or agree on,a work program on how
we are going to go about doing our work
next year so that everybody is focused on
the work at hand. So that politically all of
us come back from Hong Kong and work
hard to build up the necessary support for

real offers to be made and for countries to
negotiate seriously. | speak here about de-
veloped and developing countries. | mean,
developed countries have to make their
constituencies aware of the importance of
this Round, the gains they will also make in a
successful outcome, and the importance of
this Round for development as a whole.

But developing countries too will have to
do the technical work, and also the politi-
cal work, to engage seriously and make the
necessary compromises that will have to be
made.

Some LDCs have charged that the Develop-
ment Agenda has been ‘hijacked’ and that
Members have lost their focus on develop-
ment. Do you agree?

Of course the issue of what development
is, is a highly contentious issue. There are
different views and perspectives on what
we mean by development. | think that the
main development content will come from
ensuring that the comparative advantage
of developing countries to produce and
to export, is freed up — is unshackled — by
removing the distortions in world trade
which have been responsible for making
it difficult for many countries to harness
the potential they have to develop their
economies.

We need to do that first and Agricutture
is clearly where this potential is the most
visible and the most important for the vast
majority of developing countries. Over two
thirds of the people in developing coun-
tries live and work in rural areas. So this is
where the real development dividends will
come from in this Round. Because there is
such a huge backlog in Agriculture, because
of the little attention that this area received
in previous rounds, we need to keep this
Round focused on Agriculture — that is
where the development dividend will
come. It will also come from ensuring that
there are more balanced rules in the WTO
and [that] there is a focus on the poorest
countries in the world getting attention to
help them first with increasing their access
into world markets. That is why the focus
on LDGCs and duty free, quota free access
is quite important.
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Second, making a commitment to in-
creasing financial assistance and techni-
cal assistance, so called “aid-for-trade” for
developing countries, will be crucial as a
complement to improving access for those
countries to world markets. For some of
them, even if they do get increased access,
they will not have the capacity to produce
and export unless they are given some ad-
ditional technical assistance.

At a recent meeting of the Committee on
Special and Differential Treatment (S&D),
Zambia, speaking on behalf of LDC’s, com-
plained that there was not “the political will”
of other WTO Members to strengthen S&D
provisions to make them more precise, effec-
tive and operational.As the Chairman of the
Committee on S&D, do you agree with this
assessment?

The issues are very complex.They relate to
a historical background where, in many of
the WTO provisions, we have made offers
to support developing countries and LDCs
to both increase their access to the world
markets and to give them more flexibility
in the rules and, thirdly, to provide them
with the technical assistance that they
would need to implement rules.

But the experience of many developing
countries is that these provisions have not
been very effective. | think that negotia-
tions have been very complex because of
the changing needs of the different devel-
oping countries for S&D and the changing
perception of developed countries about
what are the instruments which develop-
ing countries need to assist in their devel-
opment. | think this is a debate which has
largely been unresolved — what the needs
are for developing countries as they see
themselves and what the needs are as per-
ceived by developed countries.

Given that many of these issues are linked
to the rest of the negotiations, my sense
is that one of the reasons why we have
not been able to make much progress is
because of the lack of progress on many
other significant issues in the Round. The
likelihood of us making bold decisions will
also increase as the prospects for success
rise in other areas.



INSAT

HON. SERGIO MARCH....

ISSUE 3 PAGE 16

FORMER CHAIR OF THE WTO GENERAL COUNCIL

PICTURE COURTESY OF MR MARCHI

Hon. Sergio Marchi served as
Canada’s respresentative to
the WTO and UN Agencies
in Geneva between 1999 and
2004. During that period, Mr.
Marchi chaired several com-
mittees and ultimately served
as Chairman of the WTO Gen-
eral Council.

Prior to his appointment to
Geneva, Mr. Marchi served as
a Canadian Government Cab-
inet Minister in three differ-
ent portfolios - including as
International Trade Minister.

Since March 2004, Mr. Marchi
has been serving as a Com-
missioner on the UN Global
Commission on International
Migration.

Mr. Marchi’s professional life
has spanned both the private
and public sectors and he
serves as a member of several
non-profit boards.

Having participated in Cancun, how, in your
view, have the negotiating dynamics at the
WTO changed since then, and how will
these changes dffect the chances of suc-
cess or failure at Hong Kong and of the Doha
Round in general?

| think we have always had a bit of creative
tension between developed and developing
countries in general. Since Cancun the G20
has played a more aggressive role when it
comes to Agricutture — both in promoting
its interests as well as [in] defending its in-
terests. | think [that] if there is one dynamic
that has changed somewhat, it is the G20
being much more aggressive in promoting
the interest of its members. But again, so
many countries, certainly during my time
as Ambassador; were very aggressive when
it came to Agriculture. | think the dynam-
ics are more of the same, because when
you look at the Doha Agenda the key issue
continues to be Agricultture; that is to say so
much depends on this one issue.

The Cancun meeting collapsed, so there is
more pressure on Hong Kong to succeed. If
Hong Kong was to be a dismal failure then
the members and the organization would
run the risk that the general international
community would look at the WTO and
conclude that success is the exception to
the rule, because you will have had Seattle
in 1999, Doha which worked in 2001 and
then Cancun and Hong Kong. So it is very
important to maintain a level of confidence
and relevance. That, | think, is very impor
tant for any international organization such
as this one.

WTO Members seem to be stuck in a situ-
ation where each member is waiting for the
other to move first. How can the impasse be
broken and who should bear the responsibility
for making the first move?

Agriculture is still, unfortunately, the by-
product of a very long game of chicken, or
as we would say in the WTO; waiting for
the first person to blink, so to speak.

The blinking is in two parts for me. The
first is when we talk about blinking on Ag-

riculture. It seems to me that the major
countries, the EU and US — particularly
the European Community — need to show
some moves and to not say “this is it, take
it or leave it”. But rather [create] an open-
ing that holds the possibility of an evolv-
ing discussion and negotiations that gives
confidence that there is something mov-
ing afoot. | think when a good part of the
agricuttural dilemma is the huge subsidies
being spent, it seems to me that it is logical
that the sinners begin to repent, not those
who have been aggrieved for so long. The
sinners have to show some remorse here.
So we speak of Europe, we speak of the
United States, we speak of Japan and we
speak of Korea. We speak of Switzerland
and Norway, for example. And at the same
time we don't expect the negotiations to
be one of give, because that's not a ne-
gotiation. Negotiations are about give and
take and about balance.

The second part in the blinking game it
seems to me is that, as the offenders be-
gin blinking on agriculture, it is also crucial
that developing countries in return begin
to blink on the issues of Industrial Negotia-
tions, Services Negotiations. Then you will
enter into real intense negotiations. That is
the way they need to be played out.

It needs to start with that blink of the eye
and it seems to me on Agricufture that
needs to be started by the big powers.

Some negotiators have said that there have
been no real negotiations recently at the WTO
and that the Members have rather been en-
gaged in tactical games. Do you agree?

The thing that | have been saying for a while
is yes, it doesn't have the look of intense on-
going full-time negotiations the way any seri-
ous negotiations round ought to look like.

To say that there have been no negotiations
is a stretch as well. There have been nego-
tiations, there have been meetings but what
they have not had is a continued intense
ongoing engagement. That is what is miss-
ing and hopefully, going into Hong Kong, not
only will [Members] begin to blink in terms
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of the substance of the issues, but also shift
gears in the very process of negotiations —
from a lethargic spotty type of negotiations
to full-time intense negotiations with an eye
on bringing the results home next year.

In light of the recent scaling back of the Hong
Kong objectives, what is the most ambitious,
but redlistic outcome one can hope for?

It is tough to speculate because when Minis-
ters get together things can happen regard-
less of how difficult or spotty the record has
been to date.

If one is a realist then, on the substance
of Agriculture and on the substance of
Industrials, | am not sure how much will be
advanced in Hong Kong. For me, whatever
they can do on substance and try to lock in
or consolidate different areas where there
may be some progress — that would be a
very positive thing to do.

At the very least, let us do an analysis of
where the issues stand. Let's get capital in
Geneva-based officials to work on these dif-
ferent issues. At the same time, in parallel, if
the substance may elude Hong Kong — the
poetry of negotiations as | would call it — let's
then just make sure that Hong Kong sets up
the plumbing for the negotiations to start in
early January; to hit the pavement running,

Many developing countries, the smaller ones
in particular, complain that the WTO process
is not very “democratic” in that it doesn’t al-
ways reflect the interests of the smaller mem-
bers. Do you agree?

Fundamentally, | disagree. | don't share that
comment and | say that because | have seen
the WTO from a lot of different angles and
you know the one thing in particular my time
in Geneva lead me to believe is that this [or
ganization] is a heck more democratic than
what critics give the WTO credit for

When we speak about the WTO from the
inside, from the Members, | must say that it
is very democratic to the point where, be-
cause it is consensus-based, because every
single country, however small or big carries
a veto in their back pocket, some would ar-
gue that it is too democratic. That it moves
[only] as fast as the slowest member is will-

ing to go. That | saw time and time again
— whereby a few countries can,and do, hold
up the processes or the meetings. Some-
times for valid reasons; for national interest,
othertimes for less valid arguments in terms
of trying to thwart the agenda.

But the days when the big, powerful coun-
tries were able to steam-roll are gone. This
is no longer a GATT of thirty or forty coun-
tries; this is an organization of 149 countries.
The overwhelming majority are developing
countries. They have found their voices, they
have found their agenda, they have found
their unity and | believe that all this is positive
because for many years we developed coun-
tries would argue that it pays to join the Or
ganization and play from within, rather than
criticize it from the outside, and developing
countries have done just that. (See also the
article on negotiating coalitions on p. 24.)

But why do we keep hearing this complaint
from developing countries?

That's a good question. | used to hear it a
lot, I still do. | used to live it every day and
the two do not match. | think part of it is
folklore, part of it is perception. Part of it
is to the advantage of some who might be
frustrated or disagree with how the WTO
is going and therefore throw out this issue
that [the WTO] is undemocratic.

Again, this is an imperfect organization
— | do not pretend it is not the case. But
| always would say that we need to watch
how hard we sometimes kick the WTO be-
cause | think if we were to lose the WTO |
do not think that the world would be bet-
ter off. | don't think it would be a kinder,
gentler place without an organization that
speaks to rules, speaks to a dispute settle-
ment mechanism, and is consensus-based.
On top of that, if the WTO were to [disap-
pear] and countries moved to bilateral and
regional trade agreements, | would argue
that the poorest of countries would be the
most vulnerable and marginalized without
a proper; international, functioning WTO, If
you are a well-to-do country and you are
a trade minister and you ask your deputy
minister to draft you a list of ten countries
to do an FTA [Free Trade Agreement]
with, how many on that list would be poor
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countries? My prediction is zero, because
they [individual well-to-do countries] do
not look to do a good trade deal with
someone who might not be able to give
you something. So the argument is that |
think that the WTO is a good platform for
developing countries from a trade policy
perspective. It provides them a democratic
voice in the international community and
we should take absolute care about how
we treat this WTO. Beware of what you
wish for...

You spoke about the responsibility of developed
countries to break the deadlock in the negotia-
tions. How about developing countries, what are
their responsibilities and what should they do?

| think developing countries in general should
go to Hong Kong with how they would like
to see the Industrial and Service Negotia-
tions moving forward, because those are not
just areas that are of interest to the devel-
oped world. These are areas that very much
concern developing countries as well. If you
get some movement on Agriculture then
[developing countries] will have to show
some movement on these issues.

These two issues are crucial to developing
countries. The tariffs on industrial products
are higher in South-South trade than they
are in North-South trade. | mean the North
has lowered tariffs on industrials much much
further than the countries in the South.You
can not forget that a lot of the world trade
is also South-South, and by not moving on
Industrials [they] are also denying South-
South trade potential.

On Services, again, | think that sometimes
developing countries make the mistake of
thinking that Services is only a rich man or
a rich woman agenda. lt is true that in Ser-
vices some countries, like the US, have had a
heck of a head start, but it is equally impor-
tant for developing countries to see Trade in
Services as the economy of tomorrow for
them. So developing countries need to think
about Services and Industrials not only from
the perspective of being responsible for get-
ting movement in Doha, but also from a na-
tional vested interest — how do we position
our countries to take advantage in both of
these areas?
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In developed countries, the private sector
plays a key role in determining negotiating
priorities for national governments and, as in
the case of Services, for example, dictating,
or at least influencing, national negotiating
positions.What is your assessment of private
sector participation in the WTO process in
South Africa?

| think there is room for improvement
in the involvement of the private sector
both nationally and regionally. The state
tends to determine its position internally
and then engage in the consulting process
[afterwards]. | think what needs to hap-
pen is an ongoing interaction where, in
effect, instead of [business] responding to,
or reacting to, external developments, we
should be almost having things put on the
agenda. Business needs to get far more in-
volved in the process and [business] needs
to be allowed to get far more involved in
the process.

Do you think this applies to South Africa only
or to the whole region?

| can not talk about specific countries in
the region but if one looks for example at
SADC, you will see that there are all sorts
of forums for business to engage in, but
you know engaging is one thing and being
heard is another.

| also do not think that if you go across
the sectors that business has been active
enough in lobbying on a proactive and
ongoing basis for various positions. This is
compounded by the fact that we have a
large number of multinationals who domi-
nate many sectors and their positions be-
come almost a global position as opposed
to a specific country position.This is one of
the issues that we have to grapple with in
the global corporate trading environment.

To what extent has the private sector been
involved in the negotiations in preparation for
Hong Kong?

In my previous life as President of SACOB
we were trying to be very proactive with
regard to Singapore issues and Services, but

it was very difficult to get Government to
address those issues because they had a po-
litical position. Also, we really were not pre-
pared to engage them with anything of sub-
stance. From a South African point of view, |
think the Government would be quite right
if they say “who the hell do we engage with,
nobody came to us with anything, so we
developed a position”. To be quite honest, |
can understand [the critique] about the in-
volvement of business in this process. There
is a fair amount of truth in that.

What factors have undermined the participa-
tion of the private sector?

One factor is our small economy with
dominant players who have international
footprints. There was not a great deal of in-
terest.You have to put it in the context [of]
where we come from. We come from a
very protected economy and, other than in
specific instances, we were not particularly
outward-looking; particularly from a Ser
vices point of view.We have not gone out
to sell services other than tourism. When
we do trade negotiations we are always re-
sponding to a position put by the other side
— we are not saying "OK, we hear what you
want, but this is what we want".

You are implying two factors that undermined
private sector participation in the negotiations;
that the Government does not try to engage
the private sector and that the private sec-
tor itself is not very pro-active in promoting its
own interests. Is this the case?

Yes, and this creates the environment for
Government to increasingly determine its
position in isolation. They come to NED-
LAC [the National Economic, Develop-
ment and Labour Council] with their mind
made up.

But business needs to engage Government
directly, as labor does, in a proactive man-
ner with well-researched and well formu-
lated positions. That is what we were trying
to get to in SACU [Southern African Cus-
toms Union], and | think the momentum is
building, but I think it is slow, and in some
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instances, too late.

| think business is [fixated] on tariff lines.
When you talk bilateral agreements or
WTO, the majority of businesses tum
around and say, “so what's the tariff going
to be?” They do not ask about customs
facility services, intellectual property rights,
government procurement. [Business] is very
focused on tariffs rather than trade and the
business environment.

How can private sector participation in these
negotiations, and in trade negotiations in gen-
eral, be enhanced?

[ think it is really up to the private sector to
actually realize that the WTO Agreements
and bilateral agreements have significant im-
pact on their ability to do business globally
and in their own country, and they have
to say “what do we need to do in order
to maximize our influence on the govern-
ment negotiators? They have to make that
decision first.

| do not think it is for the state to create
the structure for the private sector. It must
be an independent business view and po-
sition; business must lobby, understanding
that they may not get everything that they
want. But, if they go in with a compromise,
they will get even less. They have to have
strong and well-researched positions and
they must lobby the national government
and internationally. The private sector has
to do more for itself, by itself, and that will
require funding. When you get into smaller
economies, it becomes an issue, and what
would help is access to some of the WTO
capacity building structures for non-govern-
mental stakeholders.

[ think [that] if you can sort out South Afri-
ca’s business engagement, then it is easier to
replicate that to variable degrees in other
sub-Saharan African states.

How do you view WTO Agreements compared
to those that South Africa and other countries
in the region have been concluding by negot-
ating outside the framework?

Our position is that [agreements concluded
outside the WTO framework] must be
consistent with the WTO objectives and

they must be building blocks to the WTO
Agreement. We are against a multiplicity of
bilateral agreements that all have different
requirements. One of the advantages of
the WTO is that it is binding and that there
is a dispute settlement framework. In the
case of bilateral and regional agreements in
particular, many states that sign these agree-
ments lack the political will to implement
them. Capacity to implement is another
problem, but that is a tangible problem that
can be addressed.

Therefore, with the WTO we can force
people to do what was agreed upon, but
with SADC there is no dispute settlement
mechanism and it excludes Services — it ex-
cludes a lot of things.

With some bilateral agreements, there is
a compliance pressure because they [the
other country] will enforce their agreement.
Similarly, the WTO brings that discipline and
accountability. That is why we think that any
bilateral or multilateral agreement must be
a building block of the WTO Agreement.
That has been our view at SACOB for the
last three or four years.

What are some of the immediate measures
that should be taken to address Trade Fa-
cilitation constraints in the region? What role
can the private sector play?

From a business point of view, as far as
Trade Facilitation is concerned, [the prior
ity] is actually to implement — particularly
the border post issues. They have got to
sort out these issues once, and for all. The
obstacles to doing business and the hassle
of doing business in this region as a result
of ineffective and corrupt border crossing,
are a huge concern. And [Government
should] accept the offer of assistance from
the private sector.

The private sector can provide capacity, we
can provide expertise and we can actually
take over some of the functions. A good ex-
ample, for instance, is the ATA carmet which
is a customs document indicating a commit-
ment to re-export. That is administered by
the private sector SACOB is the national
guaranteeing agency for the region, so we
put ourselves at risk as well. VWe were finan-
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cially responsible for the correct operation
of this procedure. One of the problems we
have in the region is goods-in-transit and the
one thing that would smooth it out is the use
of a goods-in-transit-document so you do
not have to pay duties going into the country
and claim them when you are going out.

OnTrade Facilitation, we actually need to do
something. We need the customs authority,
the immigration authority and the private
sector to sit down with a clearly defined
time period and say, “this problem is going
to be sorted out”. Everybody knows what
the problems are: everybody knows there is
a documentation problem and everybody
knows there is a corruption problem.

The practical implementation of Trade Facil-
itation, it goes without saying, would greatly
assist the growth of the region. If we cut the
cost of transactions it would benefit not only
the end consumer; but also the industry.

With respect to the WTO Agreement on
Trade-Related Aspects of Intellectual Property
Rights (TRIPS), do you think the South African
Government has done enough to implement
the Agreement?

| think certain parts of the Government
have got issues with the TRIPS Agreement.
but they have to live with it while they
lobby to have it changed. | think one of the
problems we have [in relation to TRIPS and
other trade agreements] is the fact that we
have inconsistencies between signing trea-
ties and ratifying, implementing and enforc-
ing them. When it comes to implementa-
tion, the first excuse for not implementing
an agreement is the Development Agenda.
On generic drugs, we have companies in
South Africa producing generic drugs who
are making more on the export of these
drugs to other developing countries than
they are in their own country. So it strikes
me as a bit odd to consider exempting
these companies from abiding by inter
national laws on copyrights as part of the
development agenda.

When it comes to TRIPS, what is key is the
implementation and enforcement of these
treaties and here, again, the private sector
must play a role.
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UNIONS

To what extent have you been engaged with
the Government on trade negotiations at
the WTO? Can you also tell us about the
participation of unions in the region in trade
negotiations?

In South Africa we have a forum called the
National Economic Development and La-
bour Council (NEDLAC) and, by law, Gov-
ernment has to engage with trade unions
and business on socio-economic issues.
We meet with the Government regularly
— at least once a month — to discuss trade
issues and part of the discussion is about
the WTO. So we had a large amount of
consultation with Government in relation
to issues of the WTQO, but it doesn't mean
that if there is consultation, that we ne-
cessarily agree on every position that our
Government has taken.

In terms of the region, | don't know. | know
that in the region unions are probably
treated with hostility from governments.
My assumption is that there has not
been sufficient consultation in the region
between trade unions and their govern-
ments because of the hostilities of many
governments towards trade unions.

Do you think your engagement with the
Government has been effective in shaping
the Government’s position with respect to
different WTO issues?

I will give you some examples. In some
cases we have had real influence and the
Government has adopted some positions
that we pushed; in other cases not. An ex-
ample is on Trade in Services.We consis-
tently pushed for basic services not to be
opened to guests and this is the position
that Government takes now.

So, to that extent we have been success-
ful. Also, for example, where we pointed
to issues that relate to development
— such as the potential impact of NAMA
on development. We have not won but
we have certainly managed to ensure that
the Government has looked at a range

of issues with a great deal of seriousness.
What we have also done is that we have
embarked on joint studies together with
Government, for example on the impact
of NAMA on trade or on poverty. So |
think we have been engaged seriously
and we listen to each other Sometimes
we manage to win our positions and at
other times we have not managed to win
our positions. It depends on an issue by
issue basis.

So, are you generally satisfied with the ex-
tent to which the Government has taken
into account your views in formulating its
negotiating positions in the WTO?

| think in the last few years the Government
has moved significantly towards listening to
our position and consufting with us more
seriously.There has been a definite improve-
ment, but there are still areas where we can
have more improvement. For example, one
of the labor demands is to have a full im-
pact study of the potential impact of a trade
agreement before the trade agreement is
concluded. So we started doing more and
more studies and this is welcomed and it
does influence positions.

There is space for improvement, but |
certainly have to give Government credit
for engaging and consulting seriously on a
range of issues.

Free trade proponents would accuse you of
being protectionist and say that your agenda
contradicts the WTO objectives for free trade.
How do you view the WTO framework?

We are opposed to free trade, and by
that | mean removing all barriers to trade
and leaving trade to take place when large
companies want it to take place. But we
are not opposed to trade under specific
circumstances. What we say is: “what
would be the impact of trade on jobs,
on poverty, on equality and on economic
structure?”

So, in certain cases, we are for bringing
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down tariffs, but in other cases we are
not. So, you can not say we are against
the idea of trade. It really depends what
aspect of trade and under what specific
circumstances. We really prefer to engage
at that level of detail.

I will give you an example. If a sector is los-
ing jobs and it is being linked to imports, we
make a call that our applied rate should be
raised to the level of WTO bound rates.
Some people argue this is protectionist,
but it is well within the rules.

On the other hand, we supported, for ex-
ample, the lowering of tariffs on iron and
on steel.The idea was that our downstream
producers, because of import tariffs, pay
excessive prices for steel products and the
excessive prices are thwarting the devel-
opment of the downstream sector which
would create jobs. So, in that case we sup-
ported and pushed for lowering the tariffs
on steel so that downstream producers
will have access to cheaper material.

Thus, to some extent we supported a
raise and to some extent we supported a
drop in tariffs, but the key factor for us is
how we try and develop and industrialize,
and how we create jobs. And depending
where in the value chain you are, we de-
termine our position on the tariffs. There-
fore, if we are not producing a product in
South Africa at all we are not opposed to
a zero tariff. What we want though, is for
a sub-sector to be able to raise the tariff
for an infant industry that is developing in
that sub-sector.

How do you interpret the failure of Hong
Kong to produce a specific architecture, as
Members had hoped?

First, on muttilateralism our position is that
we support multilateralism. But [the ques-
tion] is how we engage in multilateralism
and how countries engage in trade. So we
pick up an issue about the WTO process;
like lack of democracy or transparency. We
would also pick up on areas where we think
there are certain issues that need to be
agreed, such as tariff escalation in the EU.
We certainly want to engage within the
framework of the WTO, but we want to

try to change it to ensure that it supports
development.

In terms of our understanding of what has
been coming out on Hong Kong, it is simi-
lar to our assessment of what happened in
Cancun. Our view [in Cancun] was that we
rather not make an advance if we are going
to pay too high a price for that advance.

It is almost a similar thing now. My un-
derstanding is that developed countries
are wanting NAMA to go through and
they are quite strong on Services and for
that they are not willing to look at some
kind of movement on Agriculture. | don’t
think this is appropriate. | think we need
to implement the Doha Agreement and
implementing the Doha Agreement does
not mean that [developing countries] are
going to pay again in order to get access
to developed countries. That is not our
understanding of it. If there is not move-
ment in Hong Kong, this is an appropriate
thing, because if there is movement and
the developing countries roll over; the end
result would be greater imbalances in the
international trading system.

Did you expect this outcome?

Yes, we expected it. There has been very
little movement in the negotiations. What is
needed is political will to get a breakthrough
and that political will is not evident.

You alluded earlier to the imbalances present
in the WTO. In your view, what are the priority
areas where the WTO process needs to be re-
formed to reflect developing country needs?

The first would be regarding the WTO
processes themselves — the implications of
pressure by developed countries on devel-
oping countries to conform to developed
country demands. We keep hearing from
small developing countries, for example, that
they take a position to oppose a formula
in NAMA and then they keep getting calls
from one developed country or another
trying to pressure them to take another po-
sition. The pressurizing tactics end up alien-
ating many countries. This is an example of a
process that needs to be reformed.

The other issue is that, at the WTO, devel-
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opment issues are confined to flexibilities;
for example for LDCs which are tackled
under Special and Differential Treatment
(S&D). Our understanding is that the de-
velopment issues are much more wide-
range. For example, if we are discussing
Trade in Services it is going to have a mas-
sive impact on development and if you
are discussing NAMA, it is going to have a
massive impact on development.

The current confining of development is-
sues to certain task teams really does not
cover development issues. | think the de-
velopment agenda needs to be expanded
and we need to look into the phasing and
timing of implementation issues. In terms
of agreements, some are implemented
[while] some are not implemented. De-
veloped countries sometimes come back
and say; “now that we implemented we
want something else in return”.

There needs to be a better kind of idea
when we agree to things; [of] when is
everything going to be implemented. We
need to make sure that there is proper
implementation.

Certainly the agreements themselves do
not highly favor developing countries, but
developed countries seem highly selective
as well in terms of implementation. This
should be addressed.

What is COSTATUs position regarding the ne-
gotiations on Trade Facilitation at the WTO?

The push for Trade Facilitation would put
a greater burden on developing countries.

Even if [the developed countries] of-
fer financial assistance, the administrative
and financial burdens in many developing
countries are excessive. 5o, we are mainly
not in favour of Trade Facilitation.

It is a matter of opportunity cost. If you
have developing countries with limited re-
sources, do they want to put their money
in traditional infrastructure or develop-
ment or fighting poverty. Generally it does
not sound like a bad concept, but if you
look at the opportunity cost, the oppor-
tunity cost is too high for many developing
countries.
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What is your assessment of what has hap-
pened so far in the run-up to Hong Kong,
and what do you think of the draft Ministe-
rial Text?

MM What has happened until now is that
for example in Agriculture, members have
not been able to come to an agreement
on the various issues and an analysis of the
text will give you a very good idea why. For
example, in Agricufture, if you look at the
discussions around domestic support there
is definitely a lack of convergence in terms
of what sort of cuts will be given.What the
US and the EU have put on the table we
judged to be inadequate and so did devel-
oping countries.

On otherissues such as the NAMA, we are
particularly concerned by the fact that the
Chairman’s Report seems to suggest that
there was some sort of convergence, es-
pecially on the issue of the formula, where
his report does not reflect all the proposi-
tions that have been put on the table. He
also suggests not limiting flexibilities, but
the proposal he has highlighted would
limit flexibilities for developing countries
and the policy space for developing coun-
tries to decide what policies and regula-
tions they need to put in place to support
developing industries.

So the frustration for many developing
countries is that the report seems to lean
towards the proposals that have come
from developed countries and to a large
extent ignored the reactions from devel-
oping countries. The worry is that either
small countries will negotiate on the side
and then form a pressure on others to join
or, what we will see probably not in Hong
Kong but after Hong Kong, is intense round
the clock negotiations in all the areas un-
der NAMA to try and push solutions that
are dangerous from developing countries’
perspective.

The point is this: all these formulas and all
the propositions that are being put on the
table in order for [developing countries] to

engage, they need to analyze the impact
on their plans for industrialization, etc., and
there is just not enough time. It is ingenious
in a way to say agree first and then find out
what happens later.

GN | think it is quite clear that Hong Kong
will not move the agenda forward, there is
not the level of expectations that devel-
oping countries had on Agriculture. The
expectation was that the EU and the US
would commit to very definite proposals
in terms of how they intend to do away
with their trade distorting subsidies and
eliminate their export subsidies which
continue to create a problem of dumping,
which has affected many farmers in Africa
and the developing countries.

| think that on the whole the assessment is
that that particular text does not provide
any basis on which countries can hope that
there will be any meaningful progress on
the issues that have been sitting on the
table for too long.

What are the implications of the scaling back
of the Hong Kong objectives for the region?

MM For African countries in general one
of the things that they have been insisting
on, and this is what has come out of the
Ministerial Meeting in Arusha, is that they
are not going to agree to signing up to poli-
cies that can be detrimental to the devel-
opment in their countries. However, there
is no country suggesting that they will leave
the multilateral trading system. What they
are saying is that they need to be fair and
equitable and that sufficient time should
be accorded to [developing countries] in
terms of being able to get ready to play
the role they are supposed to play. They
also say that can not be signing up to an
agreement on the same level as developed
countries and this is where the issue of dif-
ferential treatment comes in. It has already
been recognized because of the different
levels of development you have to accord
[developing countries] Special and Differ-
ential Treatment (S&D). For example, take
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South Africa, if you look at Services or
NAMA what has been suggested would hit
South Africa particularly hard. For example
in terms of the agriculture sector, as it is,
the canning industry as a whole, because of
the treaties that South Africa has with the
EU has already been hit with a loss — | think
with 4,000 jobs. The point is if they are not
able to put in [place] policies to build up
their competitiveness to a point where the
opening up of their markets even more
— in South Africa they liberalized very, very
quickly in the last ten years — then it means
that at the end they are looking at serious
destabilization in terms of employment.

This is why African countries are really in-
sisting that whatever happens, their policy
space must not be attacked and must not
be diminished. When you really look at it,
the point is that developed countries for
50 years had the time and space to put in
[place] policies that allowed them to grow
and become competitive and now to deny
the same right to developing countries.
[This] is indefensible.

The other reason why not just South Af-
rica, but Southern Africa, will all have the
same level of interest in the negotiations,
even though you have LDCs who may not
have to commit to taniff cuts, is that they
are in customs union. So whatever happens,
South Africa will have an impact on trade
and industry and whatever is going on in the
SACU [Southern Africa Customs Union]
countries.They all realize that and they keep
saying that the only way that they will to be
able to stand up to the pressures being put
on them, is to remain in solidarity with each
other: In terms of the principles they are all
trying to stick to one voice.

In Hong Kong it will not be a negotiating
meeting. There may be movement on some
issues, [but] it will be more of taking stock
and then discussing the less sensitive points.
The pressure to negotiate will continue be-
tween January and April of 2006.

GN | think it means firstly that the region
is unlikely to get as much as it should out
of the international trading system. | think
part of the whole question of trade liber-
alization has been the recognition that all

countries can not liberalize at the same
level and that since 1995, when the WTO
was created, most of the benefits have
gone to the industrialized countries as op-
posed to developing countries. For this
particular region, with the exception of
South Africa, all countries in this region are
LDCs or low income developing countries
which therefore requires a certain level of
facilitation in terms of better opportunities,
in terms of the reform process of reducing
tariffs and opening up better opportuni-
ties for exports by addressing the question
of the non-tariff market barriers that they
face. Therefore, when we find countries in
this region are preparing to go to this Con-
ference with a limited level of ambition
;then the obvious implication is that they
will not be able to benefit much from the
architecture that is now being proposed.
Of course, that has implications in terms
of export competitiveness and their ability
to take advantage of international trade to
improve the livelihood of their people. It
has implications on their efforts of devel-
opment, poverty alleviation and on their
confidence in the multilateral trading sys-
tem to deliver benefits to their people.

Do you expect Hong Kong to produce any
significant outcomes?

MM | would not say significant because
the significant issues are, for example, to do
away with domestic support and [get] in-
creased market access [in Agriculture]. Also,
the Ministers will be asked in Hong Kong
to agree to a formula in NAMA, but since
July they have been trying to agree — not on
the formula, but on what sort of formula
might work —and there has been no agree-
ment. Despite [the fact that] the Chair has
reported that there is convergence towards
the Swiss formula, | say there is not. What
is happening with the NAMA Negotiations
on the formula is that the coefficient for de-
veloped countries must be 5- 15 percent, for
example, but for developing countries that
will work only for a coefficient of overa 100.
That is when it starts to make sense; and
developed countries do not want to discuss
that. So that is out of the question.You have
an impasse. They might discuss it, but | will
be very surprised if developing countries
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accept a formula that means that they will
never get a chance to industrialize.

What should be the trade-related priorities
for the region post-Hong Kong?

GN We must look at Agriculture as being
the cornerstone and the center piece in
any meaningful reform or any meaningful
progress at the multilateral level. The reason
why | say that is if you look at this particular
region, with the exception of South Africa,
agriculture accounts for at least 70 percent
of the income of the population.Therefore,
it is important that there is significant prog-
ress in Agriculture so that countries can
address issues of export competitiveness
and countries can face the bottlenecks that
they face in the exports of their products
to northern markets.

Of course, it is not the only important is-
sue. There are other important issues that
we have to look at in terms of the crisis of
HIV/AIDS. For that reason there have been
a great deal of expectations that the WTO
Conference would be able to address the
outstanding problems that were raised by
developing countries on accessing afford-
able medicines. And the reason why this is
important is that now we are getting into
a situation where increasingly people are
developing resistance to first line treatment
drugs and many of the second line treat-
ment drugs are under patent protection.
For this reason it has been difficult to ac-
cess these drugs because, for example, India,
which manufactures those medicines, has to
comply with the intellectual property rights
provisions of the WTO as of this year: It will
be increasingly difficult for countries to
access second line drugs because of new
limitations by the WTO.

It is also important for [governments of the
region] to look for other options outside
the multilateral system.To explore more re-
gional trade for example and how they can
benefit from [what] regional trade could
offer: But one has to recognize that there
are many limitations and that many will not
benefit a lot from that. There should also
be a focus on South-South trade. The mul-
tilateral systems as it stands has become
unpredictable.
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NEGOTIATING COALITIONS GIVE DEVELOPING
COUNTRIES A VOICE

Following the failure of the Seattle WTO
Ministerial meeting in 1999, the major
developed countries sought to ensure
that a future negotiating round would
also address the concerns of developing
and least-developed countries (LDCs).
Since the Uruguay Round of Negotiations
(which was launched in 1986), LDCs and
developing countries have adopted a range
of strategies to raise their voices within
the WTO. They have shown an increased
propensity to participate in coalitions and
alliances that seek to defend their interests
and promote their negotiating agendas.

The history of developing country coali-
tions dates back to the mid-1980s. Until
then, developing countries had remained
largely inactive in global trade negotiations,
which were then conducted under the
General Agreement on Tariffs and Trade
(GATT). They received unilateral tariff
preferences from developed countries as
well as tariff concessions negotiated by
developed countries in GATT Rounds
through unconditional Most-Favored-Na-
tion (MFN) treatment.The absence of any
pressure to offer reciprocal tariff conces-
sions resulted in developing economies
playing a marginal role in the negotiations.

In the mid-1980s, as more countries be-
gan to liberalize their external trade poli-
cies, the importance of ensuring effective
participation in trade negotiations became
apparent. That change was observed in
the run-up to the GATT meeting in Punta
del Este where the Uruguay Round was
launched in 1986. Although developed
countries dominated the Uruguay Round,
the Round marked the first time in global
trade negotiations that developing coun-
tries became involved in the nitty-gritty of
the negotiations and engaged in forming
coalitions and alliances to promote their
interests.

After the creation of the WTO in 1995,
the coalitions and alliances representing
developing countries continued to grow as
many countries pursued multiple alliance
strategies to serve their diverse and at
times complex interests. In 1999, a group
of major developing countries including

India and Brazil formed and successfully
led the G20 in the negotiations in Cancun.
The G20 was a prominent player in the
meeting in Cancun and continues to be a
key player in WTO negotiations. The suc-
cess of the G20 inspired other develop-
ing countries, and members of the G20,
to form new coalitions to promote their
interests. Today, forging coalitions and alli-
ances has become an essential part of the
negotiating process at the WTO.

Arguably, one of the most influential fac-
tors in determining alliances among WTO
members is the level of development. On
many negotiating issues, LDCs and devel-
oping countries have taken different posi-
tions to developed countries. However, it
is vital to note that there are key differenc-
es between the major developed econo-
mies with groups of developed countries
seeking to bring in developing and least
developed countries on specific issues to
influence the outcome.

Under the broad and informal develop-
ing country alliance, many developing
countries have formed smaller coalitions
to promote their interests with respect
to a specific issue or sector. The G33,
which formed immediately before the
start of the WTO Ministerial in Cancun
(October 2003), for example, pushed to
remove “special products” from overall
agricultural liberalization. The Like Minded
Group (LMG), which includes India, Paki-
stan, Egypt and LDGCs, is another of these
caalitions. Such groups have lent voice and
influence in the negotiations, especially to
small and weak developing countries.

Some developing countries have also
joined coalitions with developed countries
to defend their interests with respect to a
specific issue or sector.The Cairns Group,
which represents cereal producers from
developing and developed countries, is
a good example of an alliance that cuts
across different levels of development.

The success of these different coalitions in
promoting developing country interests in
the multilateral trade negotiations remains
an open question. So far they appear to

have succeeded in ensuring that develop-
ment issues remain on the core agenda
and will be addressed in any Ministerial
Declaration. They have also been effective
in pushing for more transparency and in-
clusiveness in the WTO process.

African Union (AU)Trade Min-
isters outlined a common position
during a meeting in Arusha, Tanzania,
from November 2[-24, 2005.

The key “Development Bench-
marks” for the AU are market ac-
cess for African exports and the
removal of market distorting mea-
sures on agricutture over the next
four years.

The AU seeks the complete remov-
al of export subsidies for cotton by
December 31,2005. In addition, the
AU seeks a three part schedule for
the reduction of domestic support
measures that creates unfair trade
on cotton — 80% by December 31,
2006; 10% by January, 2008; and
10% by January |,2009.

Furthermore, the AU laid out its
concerns related to Non-Agricul-
tural Market Access (NAMA). The
report encourages the NAMA ne-
gotiators to devise a tariff reduction
formula that would also allow Afri-
can countries to develop through
industrial policy, employment cre-
ation and diversified economies.

Other areas addressed in the re-
port are technical assistance, aid-for-
trade, commodity prices, services,
trade-related aspects of intellec-
tual property rights (TRIPS), spe-
cial treatment for least-developed
countries (LDCs), trade facilitation,
trade and environment, technology
and dispute settlement.

The full report can be found at:

http://www.uneca.orgleca_pro-
grammes/trade_and_regional_inte-
gration/documents/AU_Arusha_De-
velopment_Benchmarks.pdf



